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Editor’s Note 


The motel, like the shopping center, is a new building 
type brought into being by common use of the automobile. 
As lodging architecturally adapted to the motor age, the 
motel, or motor inn, is a new element in land use and 
development. Accordingly, the motel and its problems 
are examined for their land development aspects. 

The symposium here presented is a transcript from the 
remarks made by three members of a panel discussion at 
the fall plan analysis session of the Community Builders’ 
Council held in Fort Lauderdale, Florida, September 29, 
1960. The Florida setting for this symposium was a fitting 
one for a discussion of the motel subject. There, along 
the stretch of coast line highway between Miami Beach 
northward to Sunny Isles is the greatest aggregation of 
motel units in the country. 

Edwin B. Dean of Miami Beach is the author of the first 
paper. Mr. Dean is executive director of the Southern 
Florida Hotel and Motel Association. This membership 
organization is comprised of the principal beachfront 
hotels and motels from Miami Beach to Hollywood. Before 
1959, Mr. Dean was in charge of such hotels as the 
Waldorf-Astoria and the Roosevelt in New York for the 
Hilton Hotels. In 1950, he was assigned to the study of 
the motel field by Hotel Statler, Inc., where he was assist- 
ant vice president in charge of personnel and _ labor 
relations. For eight weeks and 10,000 miles he crossed 


the country, staying in a different motel each night! 

Motel Locational and Planning Factors, the second in 
this series, is a presentation by Earl T. Van Sciver. Mr. 
Van Sciver is executive vice president of First Research 
Corporation, real estate consultants and market analysts 
with offices in Miami, New Orleans, and Philadelphia. He 
has conducted and supervised feasibility studies on new 
ventures in land development—motels, hotels, and shop- 
ping centers. In 1958, he made a major study of location 
criteria and motel possibilities in the eastern United States. 

The financing of motels is the ultimate factor in motel 
development. As in other land development matters, the 
degree of financing has strong bearing upon what the 
entrepreneur can and should build. The financing aspects 
are treated here by an expert. Harley Kight is mortgage 
secretary of the Guardian Life Insurance Company of 
New York City. He has been associated with Guardian 
and its mortgage activities since 1937. Not only is he a 
man with broad background in mortgage experience, he 
is also a civic leader in his home community. 

The moderator of the discussion, Hunter Moss of Miami, 
is an appraiser and mortgage broker of note. He is a 
member of the Executive Group of the Community Build- 
ers’ Council. He is the man who assembled the panel 
members for the discussion of motel operation, location, 
and financing in the symposium here presented. 


If reproduced in whole or in part, credit must be given to URBAN LAND and to the author. 
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Investigate Before Investing 


In the Community Builders Council’s rulebook, caution is the first principle 
of procedure. Repeatedly, the Council has offered words of warning to land 
developers about embarking on land development innovations. The same note 
holds for tax and legislative matters. Thus, the new law pertaining to real 
estate investment trusts should ke looked into carefully for its tax advantages 
and its tax catches. 


Real Estate Trusts 


In the rump session of the 86th Congress held during August and September, 
Public Law 86-779 was enacted. This law exempts from corporate taxes, real 
estate investment trusts that are composed of 100 or more shareholders and that 
distribute 90 per cent or more of income to beneficiaries. The law’s provisions 
offer substantially the same tax treatment accorded to mutual investment com- 
panies holding stocks and bonds. 


Hugh Potter’s Explanation 


At the same Ft. Lauderdale meeting which brought about the symposium 
on land development matters which is presented as the lead article in this issue, 
former Council Chairman Hugh Potter offered explanatory remarks about the 
tax saving aspects of the new law. Here is what Mr. Potter said, in part: 

“Land developers have never been favored by the Federal Revenue Act 
if they do business in the corporate form. ... For sometime now, expert tax 
advisers have been advocating the use of multiple corporations. The basis for 
this procedure is that if your net taxable income of any corporation is less 
than $25,000 a year, you pay 30 per cent instead of 52 per cent. But this proce- 
dure is in trouble from the courts because they call it an attempt to avoid taxes 
by operators of multiple corporations. Be alerted to the danger in the multiple 
form of corporate activity. If however, your multiple corporation has 
tactical reasons for existence such as location or marketing, you probably will 
be permitted to take advantage of the reduced tax bracket structure. 

“TI am not able to speak in detail about the new amendment to the internal 
revenue law but I warn you against taking anybody’s advice except that of a 
skilled attorney and tax accountant. Do not take curbstone opinions about 
your taxation laws. 

“As I read the amendment it contains many conditions that you must follow 
to take advantage of it. What it does, is to cut out one of the taxes. ... As you 
know, your corporation pays a tax, say 52 per cent of your net taxable income; 
and you, as an individual, have to pay another tax calculated as ordinary gain. 
By eliminating one of those taxes you are still burdened, of course, but the 
advantage is not to be sneezed at. 

“Perhaps the two outstanding conditions that you must comply with are 
first, you must have a minimum of 100 certificate holders of your trust. You 
may have more but not less. The number of shares that the other 99 besides 
yourself have to own is not specified. You may own all of the shares other 
than one that will owned by 99 other individuals, not blood 
relatives. 

“The other important condition is that each fiscal year you will have to 
distribute as dividend, or whatever, to your shareholders 90 per cent of the net 
taxable income. 

“I am of the opinion that these conditions can be met without too much 
burden on you... but by beginning to think about it and by talking to your 
advisers you are going to be ahead. The idea here is to call to your attention 
the possibilities of this thing in the hope that as soon as you can conveniently 
do so, you see if you can get the benefits of this extraordinary thing that 
has happened in the tax field.” 
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Board of Trustees, held in Dallas, 
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officers elected were: First Vice Presi- 
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PRACTICALITIES IN MOTEL DEVELOPMENT 


A Symposium on Factors in Operation, Location and Financing Motels 


OPERATIONS 


By Edwin B. Dean 


Executive Director, Southern Florida Hotel and Motel Association 


So much has happened in the motel 
field in the past ten years, that the 
tremendous growth of roadside housing 
has tended to obscure an objective an- 
alysis of what motels are, how they 
came into being, and what is their 
future. 

First, let us define what we are talk- 
ing about when we say “motel”; 
whether a motel, a motor hotel, an inn, 
a lodging, or a house. We are indi- 
rectly talking about the profession of 
innkeeping, which goes baék to Biblical 
times, perhaps earlier. As a matter of 
fact, there is an unverified bit of 
history to the effect that the first 
hostelry was in a tree; the innkeeper 
swung by his tail to help his guests get 
into the branches. The motel boom 
keeps hotel men swinging by their 
tails, in real concern as the motels cut 
deeply into a business where once it 
appeared the local hotel keeper had an 
unshakable monopoly. 

Innkeeping has always followed the 
paths of travel. In one sense, the 
wheel has turned full circle. In stage- 
coach days the inn was on the highway; 
then came the railroads and the hotels 
were placed right across from the 
depot; then hotels were built on im- 
portant crossroads in the heart of 
downtown; and hotel keeping reached 
its greatest peaks both in size and 
volume of business. 

Highway or motor hotels, call them 
what you will, got their really big 
impetus from World War II. The 
same pent-up demand which created a 
boom in residential housing started 
overnight housing on the highways. 
The construction boom in motels was 
phenomenal. In many cases over- 
building took place. 

Almost all of the early motels were 
“Ma and Pa” establishments. Up to 
1950 their average size was less than 
25 units, most were 10 or 15. It was 
easy to become a motel-keeper. Vir- 
tually all you needed was a few 
thousand dollars, a tract of farmland 
on the outskirts of town; and since 
operating overhead could be kept low 
by Pa acting as room clerk, cashier, and 
general handyman, while Ma was the 
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maid of all work, in many respects run- 
ning a motel was Letter than workinz 
at a job. Many couples who had 
reached retirement age chose to invest 
their savings in a motel and by-and- 
large they made out okay, too. At the 
height of the boom and with good 
business, you were able to pay off all 
indebtedness in three years. If you 
were not that lucky, it took no more 
than five years of just ordinary busi- 
ness to amortize your investment. 

Naturally, this development was 
watched very carefully by hotel men. 
I know, because in 1950 I made a motel 
survey for Hotel Statler Company. At 
that time we were debating whether to 
build hotels in smaller cities such as 
Hartford, Dallas, Indianapolis and Bal- 
timore or in larger metropolitan areas. 
Our Los Angeles hotel and office build- 
ing was derided in the industry as 
sheer folly due to its supposedly high 
construction costs. The Company just 
wanted to make sure it was on the 
right track. 

In my survey report, I reported on 
the great profit possibilities in the 
motel field, but I recommended that 
the Company postpone entering the 
motel field at that time. The Company 
then had the choice of scattering a 
huge investment over hundreds of 
units or carefully selecting some under- 
hoteled cities thus staying in a field 
where Statler was preeminent and 
where we were geared to function most 
effectively. The success of Statler’s 
new hotels in Los Angeles, Hartford 
and Dallas needs no second guessing. 
Anyway, by the time the Hartford hotel 
was opened and the construction in 
Dallas was half-way through Hilton 
bought the Statler Company. Although 
I remained with Hilton, he was not 
interested in motels until 1958. 

At the time of my survey there were 
only two or three of the smaller hotel 
chains in the motel field. The Jack 
Tar group had one year-round motel 
and two seasonal ones near Galveston; 
an outfit called Coronado Hotel Courts 
had four or five motels in the South; 
and Albert Pick Hotels had a motel 
east of Columbus, Ohio, on Route 40. 


Their experience was typical of that 
time: in summer it was turn-away 
occupancy; in winter, their motels were 
virtually empty. 

As competition increased, the motels 
banded together in cooperatives for 
advertising. The public identified 
these cooperatives with chain opera- 
tion—with a known standard to be 
accepted—and in the case of United 
Courts, Quality Courts, Superior, Best 
Westerns, etc., the same effect was 
achieved as if they were chain oper- 
ated. 


The Rise of Motel Chains 


Two things brought about real chain 
operation: one, the tax load; the 
other, 40-billion dollar construction 
firms in the vanguard. 

One of the first chains was Trav- 
elodge, a firm based in San Diego. 
They had a package plan which in- 
cluded helping investors choose their 
site, architectural plans providing a 
distinctive building, the use of the 
name Travelodge, financing assistance, 
if needed; and if the investor did not 
want to operate the property him- 
self, they also provided a manager for 
10 per cent of the gross. They now 
have 110 units. 

Another chain was a company des- 
tined to kecome the biggest in the 
field—Holiday Inns of Memphis, Ten- 
nessee. It now has 160 units, of which 
28 are owned by the Company, the bal- 
ance being franchise holders. 

Howard Johnson established a motel 
division almost entirely on a franchise 
basis and now has 86 units with more 
planned and building. As a matter of 
fact, Holiday Inns has more units than 
any hotel chain in the country, includ- 
ing the ubiquitous Milner chain. Even 
in total rooms, Holiday Inns_ has 
15,000 and is third only to Hilton and 
Sheraton. 


Hotel Chains in the Motel Field 


Hotel chains have entered the field— 
all over. Sheraton has half a dozen 
or more in as many cities, including 
Rochester, N. Y. Hilton has specialized 
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in airport inns, with one in San Fran- 
cisco, another in Atlanta, and I read 
last week that a contract for an air- 
port inn in Seattle had been signed. 
Hilton also has a motel in Tarry- 
town, N. Y., on the entrance to the New 
York Thruway; and another in Illinois. 

Pick Hotels has 14 units, including 
some bought outright from Holiday 
Inns. 

Hotel Corporation of America has 
eight in its Charterhouse Inns Division. 

Schine Hotels has inns at Hartford, 
Conn., Messina, N. Y., and Chicopee 
Falls, Mass. 

Alsonette, Jack Tar, Treadway, Boss 
Hotels—you name the hotel chain and 
you will find it is in the motel field, 
and there to stay, too. 

The size of these chain motel units 
has still not reached hotel proportions. 
Holiday has standardized its motels at 
104 units, Howard Johnson at 80. The 
Airport Inns and Charterhouses vary 
from 100-to 150-room units. 


Downtown Motels 


Another significant development has 
been the construction of very successful 
motels in the heart of downtown cities, 
where they are really cutting-in on 
hotel business. I have in mind places 
like the Skyline Motel, a_ 130-unit 
property at Tenth Avenue and 50th 
Street, New York, near the entrance 
to the Lincoln Tunnel from New Jer- 
sey. At atime when New York hotels 
were having their worst summer in 
decades, Skyline’s business held way, 
way up. Also in New York, a Realtor 
has a motel under construction near 
the West Side Air Transport Terminal. 

The Tisch Hotel interests operate 
the Americana in Miami Beach and 
recently bought control of Loew’s 
Theaters. They have two motels in 
Atlantic City and plan one on Eighth 
Avenue in New York City. 

There are downtown motels in such 





cities as Cleveland and Chicago; a large 
one is being built right across the street 
from the Conrad Hilton in Chicago. 

So, we have the evidence of a pro- 
found revolution in hotelkeeping, and 
the end is not yet in sight. 


Operating Differences 


Before I forecast the future, perhaps 
you would like to know what are the 
principal operating differences between 
hotels and motels. 

First, the motels are enjoying occu- 
pancies 10 to 12 per cent higher than 
hotels in the area in which they op- 
erate. 

Second, motels have higher room 
rates because they have very high per- 
centages of double occupancies. 

Third, motel payroll costs are about 
10 per cent under hotels. 


Hotel rates, as well as motel rates, 
vary in accordance with supply and 
demand. Rate competition results 


when overbuilding begins. 


Future Trends 


Now what of the future? 

I believe that the Ma and Pa stage 
of construction is over. Instead, I look 
for more chain construction on selected 
sites. I also look for mergers which 
will increase the size of operations. 
Successful operators will buy up their 
next-door neighbors and enlarge the 
operations to the point where they will 


be able to compete with the chain 
operators. 
New in-town motels will continue 


to replace hotels that lack first-class 
facilities, including on-site parking. 

Convention business will still be the 
mainstay of the city hotels. But even 
here, some motels are building meeting 
facilities to attract small-group busi- 
ness. 

Finally, as motels reach further and 
further for business, they will become 


MOTELS: LOCATIONAL AND PLANNING FACTORS 


By Earl T. Van Sciver 


and 
revenues 
increase. 

A recent survey by Horwath and 
Horwath showed a significant trend. 
In the motels surveyed, the average 
rate of double occupancy was 68 per 
cent in 1958. In 1960 it had dropped 
to 59 per cent, or nine points. At the 
same time, the accounts receivable in- 
creased 22 per cent. This indicates 
that motels are catering more and more 
to the commercial traveler and busi- 
nessman, who usually travels alone and 
often charges his bill when he leaves. 

In this field, as in many others, it is 
the professionals who will survive in 
the end. New construction must be 
based on a provable demand for addi- 
tional accommodations. It must be 
accompanied by highly professional 
planning, building, and last, but by no 
means least, operation by professional 
hotelmen. 

Mourning flags are raised all over 
the country about overbuilding. In 
Florida we have 40,000 rooms between 
Sunny Isles and Miami Beach: 40,000 
hotel and motel rooms. That is more 
than 32 per cent of the total number 
in the United States and is more than 
in the city of Los Angeles and in 
Detroit. Maybe Miami Beach is not 
overbuilt; but if it is not overbuilt, it 
is certainly underpopulated! 

Therefore new construction must be 
based on a provable demand for addi- 
tional accommodations. This has to be 
estimated by professionals to be effec- 
tive. Then it must be accompanied by 
highly professional planning and highly 
professional building. 

Last, but by no means least, is oper- 
ation. The profession of innkeeping 
is one of the oldest and shares one 
thing in common with the oldest pro- 
fession. In our field, too, the amateurs 
feel they do a better job than the pro- 
fessionals. This is not so! 


like hotels 
and 


as their 
their costs 


more more 


decrease 


Executive Vice President, First Research Corporation 


We, too, recognize the fact that this 
is an innkeeping business, but there 
are not many fields we study where the 
variety of location factors, the variety 
of regional and local economics, the 
variety of changes taking place have 
more effect on the feasibility of a 
project than in this motor hotel busi- 
ness. 


Miami 





Our business is examining objec- 
tively the need, justification, economic 
and financial feasibility of a project. 
Ob-viously, if we were to try to deal 
with the old type of motor court be- 
tween cities, not highly financed, grow- 
ing through the reinvestment of its own 
capital, there would not be much need 
for this evaluation. 


Today, when a motel investment may 
run from $500,000 up to a million and 
a half dollars, the motel is a major risk. 
It is a major risk for people who go 
into it and put in their own money, 
time and effort. It is also a major risk 
for the insurance companies or financ- 
ing agencies. It therefore behooves 
the promoter and the financier to ex- 
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amine carefully just what the possi- 
bility is, what the prospects are, and 
the likelihood of success of a venture 
wherever it may be. 


Motel Types and Their Differences 


We have dealt mostly with the 
larger destination type units. We de- 
fine destination type as one which fills 
a need as a place of residence for sev- 
eral days in connection with either a 
vacation or a business trip, rather than 
one in which the traveler is simply 
staying overnight. 

There is a great difference in the inn- 
keeping requirements. If you have a 
motel on the highway which has little 
market other than through-travelers 
(you have late arrivals and you have 
early departures), your need for res- 
taurant and recreation facilities is quite 
small. If you have a destination type 
motel, your arrivals may be any time 
of the day. You need a desk clerk 
24-hours, you need swimming pools 
and places for people to enjoy them- 
selves. Obviously, this becomes a more 
complicated operation. 

These classifications break them- 
selves down again for study into two 
types. Mr. Dean just mentioned that 
there is a trend toward less double and 
more single occupancy. I believe that 
is because a great many of the units 
were built most often in areas that 
depended on commercial and industrial 
travel rather than resort travel. 

The resort type motel has been build- 
ing in Miami Beach for many years. It 
has been built also in places like Los 
Angeles, Myrtle Beach, and the New 
Jersey seaside areas, and has catered 
largely to the resort vacation type of 
traveler. 

In many of the cities we have studied 
the large increase in downtown type of 
motel has been oriented toward com- 
mercial travelers. These are still dif- 
ferent from the highway motel because 
a salesman may come into town and 
work from there for a week or for two 
or three days. He may have someone 
with him for double occupancy, but 
less frequently. 

There are also combination types. In 
Miami, for example, I consider the 
Howard Johnson Motel at the end of 
the Turnpike as partially resort and 
partially destination. It is excellently 
located at the end of a major thorough- 
fare through the state. It is within a 
few miles of the major industrial areas 
of the city and a few miles from the 
beach. It is a place where a salesman 
and his family, a businessman and his 
family can spend an enjoyable time. 
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Also its strategic location on a major 
travel route can be counted on to 
supplement advance reservations by 
pickups from through travel. 


Evaluating Location 


What criteria must we use in trying 
to determine whether a motel is to 
be a profitable venture? First of all, 
it becomes an evaluation of the com- 
munity. I do not care what kind of 
venture you are going into—whether 
it is a hotel, motel, shopping center, 
office building or apartment structure— 
you must be in a community which has 
a stable basis for existence, growth 
potential, and whose characteristics are 
obviously promising. 

We establish these facts by studying 
housing and retail sales—the generally 
accepted measures of stability. If it is 
an industrial area and the location 
lends itself to commercial usage, we 
must study the industrial employment 
pattern of the community. We have 
to make a study of the type of industry 
within that particular community. 
Headquarters plants, for example, are 
generally better than branch plants. 
There are probably more commercial 
visitors. Cities where industry is 
spread out on the fringe of the sub- 
urban area are more favorable for 
motels than those where the industrial 
and commercial activities are located 
in the center of town, where a taxi is 
much more convenient than an auto- 
mobile. 


Hotel-Motel Differences 


Again I admit we are in the inn- 
keeping business. However, I feel that 
the motel, or the motor hotel, has 
something which the old type hotels 
cannot compete with successfully. In 
many cities we studied the hotel situa- 
tion. We found that the hotels are 
handling automobiles and _ providing 
free parking. They will take your car 
at the door and bring it back. But 
for the commercial motel user, the 
automobile is his office. He does not 
want to turn his car over to a driver 
and have it taken to the garage be- 
cause five minutes later he may think 
of some papers he has left in it. Even 
the resort traveler, even the person who 
is traveling-through, likes to have his 
car accessible. One of the big prob- 
lems the hotels are most unlikely to 
solve is how to make a guest’s auto- 
mobile accessible to him for an office, 
a store room, or what have you. I 
believe this is an important difference 
between hotels and motels. 


Other Factors to Study 


The other important factor of our 
study is the possibility that the site 
may be in a wholesale center. There 
are cities like Allentown and Lan- 
caster, Pa.; Mobile and Atlanta which 
provide an excellent hotel and motel 
potential because of a _ particular 
market. There are plus factors which 
can be submitted. Cultural and recre- 
ational facilities are important. The 
success of the Disneyland Motel in 
California is a good example. The cul- 
tural and recreational facilities in most 
of our Florida areas, close to commer- 
cial activities, is also favorable. His- 
toric and educational sites are im- 
portant. They induce the traveler to 
bring his family along and to stay an 
extra day rather than getting in and 
out as quickly as possible. 

Army bases and major universities 
are plus factors in our analysis. They 
provide the extra seasonal business and 
an extra year-round business. That 
is important in making any financial 
enterprise a financial success. 

The growth factor of resorts is im- 
portant. Their stability is another 
important factor. Consider the differ- 
ence between a unit of this type in 
Maine with a short summer season 
and one in Miami Beach which has a 
year-round season, even though there 
may be rate differentials in off-seasons. 

Consider the difference between a 
place like Miami with a package tour, 
feeding people every day, and places 
like Fort Myers and Ocala, which must 
depend entirely on automobile travel. 

All these things are taken into con- 
sideration. Competition is often looked 
upon as being the hotel. We are asked, 
“Doesn't the big city hotel bring big 
competition?” We use criteria for ex- 
amining a city including the success of 
the hotel industry. There are actual 
statistics available as to locations where 
the hotel business is good, where hotels 
are increasing in size and quantity. 
These are also likely to be equally 
good motel towns. 

We recently made a study in New 
Orleans where there are three or four 
thousand hotel rooms and where the 
excellently conducted Roosevelt Hotels 
try to make everything as easy as pos- 
sible for automobile tourism in that 
city. Since 1954 they have built a 
thousand motel rooms. Some _ units 
are running as high as 250 and 300 
rooms. 


Interestingly enough, the motel 
rooms erected in that city have been 
built in two specific directions. Eight 
hundred of them have been built 
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within two miles of downtown. Almost 
an equal number have been built on 
the main road leading west and toward 
the airport. 


Highways—A Location Hazard 


Assuming, then, that competition is 
disposed of, what becomes the major 
hazard? Today, probably the major 
hazard in this type of enterprise is the 
highway system. Any unit built with- 
out a comprehensive study of the exist- 
ing highways and their effect, and of 
highway charges and their probable 
effect is immensely dangerous. The 
Federal interstate highway system is 
changing route patterns and in the 
future will change highway use pat- 
terns throughout the United States. 

A new north-south route ultimately 
will displace Route 17 as a major travel 
artery. There are a number of cities 
whose peripheral and access routes are 
being changed. Among them are 


Mortgage 


What I have to say about motels is 
based on what we have done in this 
field, but I believe you can take most 
of it as standard thinking at the 
moment. In the last year and a half 
we have seriously analyzed 34 motels. 
We have looked at twice that number. 
Of the 34, 24 have reached the commit- 
ment stage and the total financing 
amounted to about $11 million. This 
included the Holiday Inn at Federal 
Highway and Oakland Park Boulevard 
in Ft. Lauderdale. When I have 
finished, you may conclude I am not 
an expert. I can only tell you about 
the way motels look to the mortgage 
lenders. 


A Sound Real Estate Project 


The first thing needed is a sound 
real estate project. There must be a 
sound reason for the location and oper- 
ation of this business. You have to 
back this up with your own expert 
analysis of traffic anu lave it firmly 
confirmed by a professional consultant, 
who is a very necessary man when 
you are building a project of 100 to 
150 rooms, entailing a large outlay 
from your pocket. You have to be 
sure about the project’s location. 

We have a program of 41,000 miles 
of limited access roads and other 
planned public improvements which 
your cities are planning. You must 
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Boston, Hartford, Louisville, Savannah. 
I have a list of 40 cities in which the 
peripheral and access routes will be 
changed to such an extent that a good 
motel location can be almost ruined. 
Highway location plans are available 
in most cities. The degree and the 
rate of construction of these new pro- 
grams is something that has to be 
studied in each individual case. 

Highway access and changes in 
availability I think are the biggest 
hazards. I think competition is not 
nearly as important if you are in a 
good hotel city. 


Opportunities for Motel Locations 


What are the oppcrtunities? In many 
cities new access and peripheral routes 
cpen up new areas with large land 
potentialities which would have been 
out of the question earlier. Many of 
the old access routes were congested, 
strip type areas with warehouses, shops, 
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used car lots—miserable places to put 
a motel. 

The new routes. necessarily go 
through areas relatively free of objec- 
tionable features. Frequently excellent 
sites are being acquired. Urban re- 
newal sites close to downtown areas 
where land is being made available at 
reasonable prices present excellent 
motel site opportunities. Locations near 
airports are important; again, mostly 
in commercially and __ industrially 
oriented cities because a person arriv- 
ing by plane can rent a car and use 
his motel room, plus the car, plus a 
working office in the city for the time 
he is there. The relocation of the air- 
port near Miami presents opportunities 
for two or three very successful motels. 

These, I think, are the opportunities. 
Each has to be examined with care. 
The balance of many economic items 
goes in to prove the success or prob- 
able lack of success of such a venture. 
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show that your site is easily accessible 
from all directions and that it is visible 
to the fellow going 60 miles an hour 
in his car. 

The trend now is to in-town loca- 
tions which eliminate a lot of uncer- 
tainties. Such locations, incidentally, 
contribute a great deal to a small city 
in the way of a community center. 
This latter point is important. Now we 
have motels with meeting rooms, com- 
plete restaurants, banquet setups and 
a community interest which helps, plus 
promoting good public relations for 
the owner. 

Motels in many small towns are 
replacing the small town hotels which 
failed to do the job they should and 
could have done. The motels are go- 
ing to take the play away from these 
hotels by becoming community centers. 
They are the motels of today. 


Professional Operation 


What about operation? This is a 
close second to sound real estate proj- 
ects. I suppose a poor location could 
succeed with top management and I 
am sure you know of many such opera- 
tions, as I do. The management, from 
the lender’s standpoint, consists of two 
factors: the first is professional opera- 
tion by trained people in the hospitality 
business; and the second, interested 
ownership. 


By the first, I mean the seasoned 
guest relations man who is trained and 
truly interested in the hospitality busi- 
ness, who does not regard the guests 
as his enemies. I am sure you have 
seen this type of hotel and motel 
operator. 

This is a penny watching business; 
it entails long hours and means selling 
a most perishable product—a motel 
room—to the most insignificant, un- 
sophisticated market, in the main. 
There is no inventory to carry over 
from day to day. If the motel room is 
not sold today, it never will be. 

With the help of professional con- 
sultants, as I mentioned earlier, you 
can size up your market, set up a 
realistic income and expense projec- 
tion and arrive at a break-even point. 
All calculations are based on the 
product, which is the- single room. 
Franchise affiliations at their best are 
a tremendous help to you. You get 
professional advice, both before you 
start your project and while you are 
operating, and then you also get the 
value and referral system which all 
the franchise chains set up. 


Ownership Interest 


The second factor, but most impor- 
tant, is ownership interest. This is the 
big point with us, as lenders. This 
is best expressed by sole ownership. 
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I can give you a list of fine motels 
throughout the country whose opera- 
tion is successful because of the in- 
terest of one person. Though he may 
not have full financial interest, he is 
the dominant factor in operating the 
inn. He pays constant attention to the 
small details which make sure it is a 
good operation. Ownership is not too 
important. It becomes less of a factor 
as the size of the operating group 
increases. 

When you come to_ syndication, 
where each partner has a few thousand 
dollars at risk, you reach the other 
extreme. No one person has enough 
of a financial stake at risk to motivate 
the kind of interest we want, and in 
time of real trouble you might lose 
them all. 

I know of three motels that I might 
mention briefly where sole ownership 
is held—one is the Rancho, in Bakers- 
field, California. This is a large motel 
with a railroad on one side and the 
highway on the other, and it has an 
undistinguished group of buildings; 
but it has a success story because of 
the interest of the one person who 
operates and owns it. It is spotless, 
well furnished, with a 24-hour restau- 
rant, which is unusual. We think that 
even the bypass around Bakersfield 
will not greatly affect the operation 
of this motel. 

In Phoenix there are the Desert Hills 
and Desert Sun properties, which are 
also owned and operated by one man. 
They are both located on motel routes, 
but they are successful beyond their 
neighbors because of the constant care 
by this one owner. They have no 
bar, which is unusual in Phoenix, but 
they are places that get people back 
to stay year after year. 

The Rancho Barstow, in California, is 
built out of railroad ties but the fur- 
nishings are 1960, and one man, the 
owner, keeps a close watch on every- 
thing. I was there in June. Even in 
the 115-degree heat, the motel was 
filled. And there are many more ex- 
amples I could tell you about. 


What You Should Build 


What should you build? Your motel 
project should have at least 50 rooms, 
preferably 100. It must be attractive 
and must have a pool. It must have 
parking at the door of each room. The 
rooms must be air-conditioned, with 
wall-to-wall carpets, and have good 
furniture, comfortable beds, good light- 
ing, complete tile bath with tub and 
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shower, good closet space, TV, and 
24-hour telephone service. 

The rooms should all be doubles, but 
there should be no two-room suites 
that cannot be two bedrooms. Each 
room should have 250 to 300 square 
feet and be built away from traffic 
noise. You should have a restaurant 
and conference rooin. 


Financing 


What can you borrow? You can 
borrow $5,000 or $5,500 per room at 
612 to 6%4 per cent on a 15-year com- 
plete amortization plan. It will be easy 
if you offer participation to the lender, 
say 10 per cent of room gross after 
paying all expenses, base mortgage 
charges, and taking 10 per cent for 
your return on equity. This will prob- 
ably be at a point of around 75 per 
cent occupancy, which at present is a 
high average. 

What about the owner’s financial 
position? You must have approxi- 
mately 50 per cent of the cash to build 
the project, plus working capital to 
carry it through the period when busi- 
ness is being built. This could be up 
to six months. 

After the physical property is com- 
pleted, the business should become 
established. After a six-month period, 
it will be listed in various guidebooks. 
Road signs will be put up. The clientele 
is underway. The owners should have 
a general background showing financial 
stability and business success, not nec- 
essarily in motel operations. 

You might be interested in a cross- 
section of motel subinissions, which are 
on the basis of 100 or 150 rooms, and 
all figures are on a per-room basis. 
(This is a rather general idea, but I 
think most of these figures will be 
standard thinking in the business at 
this time, especially for preliminary 
analysis). Figures must be broken 
down. The land would cost about 
$1,500 a room. That may be a bit on 
the high side, but as you move into 
town, which is the sort of thing we 
like to see happen, the land costs go 
up. The improvements would cost 
about $8,500 a room. The furniture 
will cost about $1,100 per room. The 
total capital cost would be $11,100 per 
room. The operating results per unit 
per year on an average daily rate of 
$10, and occupancy of 75 per cent, 
which is 275 days, the gross would be 
$2,700. Operating expenses would be 
$1,300; for real estate taxes (which of 
course will vary from property to 
property and town to town) we take a 


figure of about $200 a room neverthe- 
less. This gives an operating net of 
$1,200, which is about 46 per cent of 
the gross. The split-up is 54 per cent 
expenses and 46 per cent operating net. 
If the room rate is higher, and quite 
often it is, and the occupancy rate is 
lower (that is often true despite the 
average figures that are published), the 
return of course would be much im- 
proved. 

Although 75 per cent occupancy is 
on the high side, there are many motels 
that do better than that. Of course 
you know about the depreciation factor, 
which is the biggest item on this type 
of construction. You get a short-term 
depreciation on motels. There are 
many instances of 20 to 25 years, and 
you get the double declining balance 
depreciation, which is a great help for 
you in the first seven or eight years 
when you have tax shelter plus. You 
establish a break-even point, which is 
the point after paying all expenses but 
just before you get a return on your 
equity. 

This is done in two ways: You 
would get a room rent per unit per 
day based upon the expected oc- 
cupancy, or you would get a certain 
occupancy, based on your schedule of 
rates. At that point you would know 
what you had to do to break even. 


Summary 


That is a brief summary of how to 
succeed where others have failed, and 
these are the items that we cover. 

First, prove out the location. 

Second, confirm ‘t with a professional 


survey. Remember, this is a business. 

Third, affiliate with a franchise group. 

Fourth, keep capital costs in proper 
relation to room rate expected. Build 
at least 100 rooms. 

Fifth, be prepared to put in at least 
50 per cent of capital costs. 

Sixth, hire a competent manager. 

Seventh, keep you and your reputa- 
tion in the picture. 

In the early days of motel financing, 
it was pointed out to reluctant lenders 
that motel properties could be easily 
converted to nursing homes. This 
seems to me to be a sound proposal, 
for there ought to be a place for 
mortgage officers who thought they 
knew how to finance motels. 


QUESTIONS 


Question: What is the general size of 
motel restaurants? They varv so much. 


Answer: This would be in the neigh- 
borhood of 90 seats for a 100-room 
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motel as in the Howard Johnson pro- 
gram at the moment. 

Question: What is the value of in- 
novations to keep motels out ahead such 
as golf, swimming pools, and so forth? 

Answer: That depends on where you 
are operating a motel. If you were 
in a resort area, naturally you would 
have to increase the number of things 
that keep your guests busy and happy. 
On the other hand, if you were out on 
the highway where you were catering 
to people looking for a night’s sleep, 
a par-three golf course might not be 
any more attractive than a children’s 
playground. People are interested in 
getting in and going to bed and would 
not have time for recreation. You have 
to know the kind of patronage you are 
catering to and stay ahead of the com- 
petition, whether it is to provide more 
facilities, more billboards, or to get rid 
of the haughty room clerk. 


PLANITORIAL 
(Continued from Page 2) 
Some of the Catches 

The matter of real estate trusts under 
the new law also came before the 
November 1960 Convention of NAREB 
in Dallas. NAREB concluded that the 
future supply of mortgage money will 
be increased by. the formation of real 
estate investment trusts and the con- 
tinuation of real estate syndicates. 
However, a real estate investment 
trust can lose its tax immunity if its 
members hold substantial interest in 
companies managing property held by 
the trust. The law can be used and it 
can be misapplied. The important 
thing about the new law on real estate 
trusts is that before proceeding, in- 
vestigate its provisions very carefully. 

J.R.McK. 


ULI OFFICERS 
(Continued from Page 2) 

Robert P. Gerholz, Flint, Mich. 
Joseph W. Lund, Boston, Mass. 
Robert T. Nahas, Castro Valley, Calif. 
Glenn McHugh, New York, N. Y. 
Maurice G. Read, Berkeley, Calif. 
John C. Taylor, Kansas City, Mo. 
Clarence M. Turley, St. Louis, Mo. 
F. Poche Waguespack, New Orleans, La. 

On September 29, 1960, Maurice G. 
Read, Roy P. Drachman and J. W. York 
were appointed by President Barnard 
as Chairman and Co-Chairmen, re- 
spectively, of the Community Builders’ 
Council to succeed retiring Chairman 
Hugh Potter and Vice Chairman John 
C. Taylor: both of whom have served 
since 1950 but who will continue on 
the Council’s Executive Group. 
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In Print 


Orders for publications reviewed are to be 
addressed to publisher in each case 
and not to URBAN LAND. 


Zoning Primer. Martin J. Rody and 
Herbert H. Smith. Chandler-Davis 
Publishing Company, P. O. Box 36, 
West Trenton, N. J. 1960. 48 pp. 
$1.00 (quantity discounts available). 


The purpose of this Primer is to ex- 
plain the importance and intricacies of 
zoning to lay groups dealing with zon- 
ing matters. It is orientated toward the 
non-professional and can be used as an 
excellent basis for explaining the 
objectives and goals of zoning to citi- 
zens’ organizations, governing bodies, 
planning boards, civic groups, and the 
community as a whole. 

This colleciion is a handy reference 
for many current problems involved 
in state and local governments. 


Developing The ‘Little’ Economies. 
Donald R. Gilmore. Committee for 
Economic Development, 711 Fifth Ave- 
nue, New York 22, N. Y. 1960. 200 pp. 
$3.00. 


Since World War II there has been a 
steady growth in local and regional 
efforts to promote economic develop- 
ment, so that today there are over 
14,000 development organizations in the 
U. S. The Committee for Economic 
Development now presents the first 
comprehensive survey and analysis of 
the economic development programs on 
the sub-national level. Both publicly 
financed programs—state planning and 
development agencies, port authorities, 
etc.—and privately financed programs 
—railroads, chambers of commerce, 
etc.—are surveyed. The report shows 
the breakdown of development expen- 
ditures by type of organization, by ac- 
tivity (promotion, research, statistics, 
ete.), and by objective (industrial de- 
velopment, urban renewal, etc.). It 
summarizes the “drawbacks to success- 
ful development’ efforts,” “recom- 
mended changes” and “principal future 
problems” as reported by the 4,357 
respondents to a questionnaire. Gaps 
and problem areas not being met by 
current programs are outlined and 
excellent suggestions are made _ for 
remedial action and more effective 
implementation of current programs. 

This study supplies material to eco- 
nomic development agencies, public 
officials, business men, and others inter- 
ested in local and regional development 
efforts; which will be useful in design- 
ing and carrying out improved eco- 
nomic development programs. 


The Text of a Model Zoning Ordinance. 
Fred H. Bair, Jr., and Ernest R. Bartley. 
American Society of Planning Officials, 
1313 East 60th Street, Chicago 37, IIl. 
1960. 91 pp. $2.00. 

The necessarily complex and ofttimes 
confusing text of a modern zoning ordi- 
nance is the object of the lucid com- 
mentary contained in this volume. The 
model ordinance aciually represents a 
combination of the best facets of stand- 
ard zoning regulations and the authors’ 
suggestions for their improvement. 

Admittedly this model ordinance is 
not perfect, but it can serve as the 
basis for zoning practices in a small or 
medium-sized city. The preamble, the 
official zoning map, district boundaries 
and regulations, administration, en- 
forcement, and adjustment of _ordi- 
nances—these and other phases of the 
modern zoning law are individually 
dissected, explained, and criticized in 
a most constructive and_ realistic 
fashion. The text becomes a suitable 
guide in preparing a new zoning ordi- 
nance or evaluating an existing one. 
It is also a reliable reference for deter- 
mining the reasons behind current zon- 
ing principles and procedures. This 
work is the second edition of an earlier 
model published in 1958 by the Univer- 
sity of Florida. 


Real Estate. William H. Husband and 
Frank Ray Anderson. Richard D. 
Irwin, Inc., Homewood, Illinois. 1960. 
577 pp. $10.00. 

This basic textbook covers real estate 
principles and practices. Now avail- 
able in a new, third edition, it is an 
authoritative text for beginners and an 
excellent reference for knowledgeable 
readers. It covers legal processes and 
instruments, including deeds and con- 
tracts; the real estate market and values 
in relation to the economy; the develop- 
ment, sale and rental of property; loan 
characteristics, risks, and services of 
funds; and public regulation policies. 


1959 Offices Building Experience Ex- 
change Report. National Association 
of Building Owners and Managers, 134 
S. LaSalle Street, Chicago 3, Ill. 1960. 
52 pp. $10.00. 

The fortieth annual exposition of the 
economics of office building operations 
is now available for general distribu- 
tion. This detailed analysis of operat- 
ing costs and rental income is presented 
in its usual comprehensive fashion. 
The report is a standard guidebook 
for the office building industry. It is a 
must for appraisers, builders, investors, 
financial institutions, and owners and 
managers of office buildings. 


November, 1960 











Ca 


